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date that amount is taken until the 
date you pay the additional royalties 
owed. 

(b) If you or your affiliate takes a de-
duction for transportation on Form 
MMS–2014 by improperly netting an al-
lowance against the oil instead of re-
porting the allowance as a separate 
entry, ONRR may assess a civil penalty 
under 30 CFR part 1241. 

[73 FR 15890, Mar. 26, 2008] 

§ 1206.117 What reporting adjustments 
must I make for transportation al-
lowances? 

(a) If your or your affiliate’s actual 
transportation allowance is less than 
the amount you claimed on Form 
MMS–2014 for each month during the 
allowance reporting period, you must 
pay additional royalties plus interest 
computed under § 218.54 of this chapter 
from the date you took the deduction 
to the date you repay the difference. 

(b) If the actual transportation al-
lowance is greater than the amount 
you claimed on Form MMS–2014 for any 
month during the allowance form re-
porting period, you are entitled to a 
credit plus interest under applicable 
rules. 

§ 1206.119 How are royalty quantity 
and quality determined? 

(a) Compute royalties based on the 
quantity and quality of oil as measured 
at the point of settlement approved by 
BLM for onshore leases or BOEMRE for 
offshore leases. 

(b) If the value of oil determined 
under this subpart is based upon a 
quantity or quality different from the 
quantity or quality at the point of roy-
alty settlement approved by the BLM 
for onshore leases or BOEMRE for off-
shore leases, adjust the value for those 
differences in quantity or quality. 

(c) Any actual loss that you may 
incur before the royalty settlement 
metering or measurement point is not 
subject to royalty if BLM orBOEMRE, 
as appropriate, determines that the 
loss is unavoidable. 

(d) Except as provided in paragraph 
(b) of this section, royalties are due on 
100 percent of the volume measured at 
the approved point of royalty settle-
ment. You may not claim a reduction 
in that measured volume for actual 

losses beyond the approved point of 
royalty settlement or for theoretical 
losses that are claimed to have taken 
place either before or after the ap-
proved point of royalty settlement. 

[65 FR 14088, Mar. 15, 2000, as amended at 69 
FR 24979, May 5, 2004] 

§ 1206.120 How are operating allow-
ances determined? 

BOEMRE may use an operating al-
lowance for the purpose of computing 
payment obligations when specified in 
the notice of sale and the lease. 
BOEMRE will specify the allowance 
amount or formula in the notice of sale 
and in the lease agreement. 

Subpart D—Federal Gas 

SOURCE: 53 FR 1272, Jan. 15, 1988, unless 
otherwise noted. 

§ 1206.150 Purpose and scope. 

(a) This subpart is applicable to all 
gas production from Federal oil and 
gas leases. The purpose of this subpart 
is to establish the value of production 
for royalty purposes consistent with 
the mineral leasing laws, other appli-
cable laws and lease terms. 

(b) If the regulations in this subpart 
are inconsistent with: 

(1) A Federal statute; 
(2) A settlement agreement between 

the United States and a lessee result-
ing from administrative or judicial liti-
gation; 

(3) A written agreement between the 
lessee and the ONRR Director estab-
lishing a method to determine the 
value of production from any lease that 
ONRR expects at least would approxi-
mate the value established under this 
subpart; or 

(4) An express provision of an oil and 
gas lease subject to this subpart; then 
the statute, settlement agreement, 
written agreement, or lease provision 
will govern to the extent of the incon-
sistency. 

(c) All royalty payments made to 
ONRR are subject to audit and adjust-
ment. 
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